
MCI's Stated Concerns About The Difficulty of
procuring Its OWn Licenses Are

Theoretical and Seemingly Unfounded

23. MCI posits a host of conditions that it

contends would make procuring direct licenses either

problematic or prohibitively expensive. principally, MCl

contends -- without, however, providing any factual

underpinning -- that SBC would place pressure on licensors

not to extend licenses MCI needs and that MCI would not be

able to negotiate advantageous terms.

24. The software licenses that SBC enjoys are

nonexclusive. As a straightforward legal matter, each

licensor would, by reason of having conferred one or more

nonexclusive licenses, be able to freely license its

software to one or more other communication enterprises

which have (as I assume MCI will have under the 1996 Act)

the right to obtain access to underlying hardware with

licensed software resident therein. Indeed, the reserved

right in a nonexclusive license to license others is a

device for licensors to create the potential for generating

further revenues for the previously licensed software.

2( ... continued)
Bankruptcy Code § 265(n), (b) for Clayton Act acquisition of
asset purposes, (c) for capital gains purposes under the
Internal Revenue Code, and for federal criminal law
enactments, such as the Theft of Goods and Economic
Espionage provisions of Title 18 of the u.s. Code.
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25. Moreover, Additional licensing revenues from

MCl and others would, in most cases, be incremental "new"

revenues and as such could involve potential "profit" to the

licensor involving relatively small added effort by these

licensors.

26. MCl's suggesting that it could not negotiate

favorable terms with SBC's current software licensors is, in

my opinion, at variance with the primordial economic fact

that it is the business of these licensors to enhance

revenues through licensing the software as often as is

possible and prudent to financially responsible,

commercially-ethical telecommunications companies. When

that company is MCl, a domestic and international

telecommunications giant, which quite likely already has

established commercial arrangements with many (if not all)

of these software licensors, MCl's assertion that it would

be either difficult or more expensive for it to become

licensed on terms and conditions as favorable as those

applicable to other similarly situated companies is also at

variance with my experience in the software licensing field.

27. MCl's insistence that SBC negotiate the

various software licenses for MCl's benefit in my mind

raises a host of problems. First, how could SBC know all

the facts -- such as projected number of subscribers and

16
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proposed territorial use -- that could be pertinent to a

software license to MCr, without intimate knowledge of MCl's

competitively sensitive information? And, even assuming

that MCl were willing to share such information with SBC in

a way that would not place competitive strictures on SBC,

how practical is it for sac to serve as the licensing agent-

fiduciary of MCl, now its competitor? How realistic is it

to believe that the terms sac would negotiate on MCl's

behalf would soon, or ever, be accepted by MCl? I cannot,

in my experience, recollect a competitor (SBC) so serving as

a licensing agent of another competitor (MCl) or that other

competitor being content to have a competitor so serve.

28. For completeness I note that, although I

myself have done no legal work for SBC during at least the

past several years, my law firm has served as transactional

counsel to SBC or affiliates in

transactions.

Sworn to before me this
14th day of April 1997.

IVA M. GIllON

NOTARYEE.Itt... of N_. .Yi....•brkHt..Ol 1104Qultlt,,-,, . ~r
Commlillen",e~...

NY-205883.7
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Source of Law

Patents alld Copyri"hts

t'.S.: The Patent Act of 1952. 35 U.S.c.
§§ '·293 and ('opyright Act of 1976. 17
U.S.c. §§ 1·810 both Row from explicit
provisions in U.S. ('onst. an. I. § 8. cl. 8.
Essentially. federal couns have sole
jurisdiction as to validity. but not as to
licenses. Practically all industrial nalions have
an extensive statutory patent scheme.

Tude Seerets

SIal(' La\\': Federal couns have diversity or
pendent claim jurisdiction. See Rl'SIa(('",('m
(If' 7iJr(s § 757. cOl/1mI'm /> (1939). Almost
universally adopted. See § 1.0 I. silpra. Issue
of federal patent preemption. raised in S('Qrs
and 1..l'ar answered definitively in favor of
coexistence of trade secret law. Kewanee Oil
Co. v. Dicron Corp. 416 U.S. 470. 94 S. Ct.
1879.40 L. Ed. 2d 315.181 U.S.P.O.673
(1974).

Tndemarks

t'.S.: Aows from Congress's general power to
regulaIe commerce with -foreign nations. and
among the several states. and with the Indian
tribes.- U.S. ('onst. an. I. § 8. cl. 3.
Conams held to have no power under the
patent and copyright clause of the
Constitution to regulate trademarks. U.S.
Const. an. I. § 8. d. 8: Trade·Mark Cases.
100 U.S. 82 (1879). The current lederal
trademark statute. the lanham Act (15
U.S.c. §§ 1051-1127). is thus limited 10

regulation of trademarks used in foreign or
interslate commerce. 15 U.S.c. §§ 1051.
1127.

T......rks

SUII!' S(alul,,,.. Law: Most states have
eDKled SLltutn repalalinl tudemarks lIIed
in intrastate commerce. One poup of SLlle
blUtes provides for re&istution of such
marks and many are pallemed upon the
Model State Traclemark Bill prepartd by
the United States Tudemark Association.
Sec. c.&-. United States Tudemark
Association. SUIte Tudemark Statutes
(1966). See. e.l.. N.Y. Gen. Bus. H 360­
168-c IMeKinney 1968). A seeoncI &roup
of SLltt stalUles dtals with dcC'tptive trade
pnctic:cs and impact upon the usc of
trademarks in intrabte commerce. A
number of deceptive trade pnetica
btutes are modeIcd upon the Unifonn
Deceptive Trade Practices Act. See
Unifonn Ckccptive Tude Pneticcs Act
(U.L.AI. at 35-90 (1966 revisiun).

Other S\ltutes treat tndcmarks in lhe
context of such disparate subjects IS false
advmising: wci&ll\5, measures. and
labeling: food. drup. and costm:tics:
inSCC\icides. funlicides. and rocIcnticidcs.
See. e.g.. N,Y. Gen. Bus. H 3SO-35O-e
(McKinney 1968) (raise advmisillJ): N.M.
Stat. Ann. 76-4-4 (1978) (misbrandinl of
pesticide's); III. Ann. Stat. ch. 56 112.
§ 503.10 (Smith-Hurd-SuPP. 1979)

o'

,
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f PaInts alld Copyriallts Tr* Secrets T~ ii
J «(0IIina. counterf'eilinc. or faIIeIy repraentinl.. cosmetics. food. or dnll marks); Cal. Penal Code

~ t S37e (West 1970) (purdlue. ule or receipt

! of mechanical or electrical device where manu-
facturer's label idetltirlCltion mark removed or
defaced).
Slile lndemark SlItu1eS Ire not ~mPled
by LIIlham Act unless such Slltutes nqlte -l
buic ri&h1S and PUrpclleS of the federal act. ">-Golden Door. Inc. v. Odisho. 646 F.2d 347 =(9th Cir. 1910): Marinello v. Shell Oil Co•• l.!Il
SII F.2d IS3 (3d Cir. 197$). and aenerally rI)

are not preempted by operation of the l'ecleral apatent and copyri&ht laws. see. e.... Boston
Pro. Hockey Ass'n v. Dallas Corp. Ie. E. Mf...

~lne.. S10 F.2d 1004 (Sth Cir.). rt'f'I. «"it'd,
423 U.s. 161 (197S); Buraer Kina. Inc. v.
Hoots. 403 F.2d 904. IS9 U.S.P.Q. 706 (7th
Cir. 1961): Frederick Warne Ie. Co. v. Book
Sales Inc.. 481 F. Supp. 1191 (S.D.N.Y.

;0 1979). and are aenerally held not preemPted
;!. by operation of the federal patent and•1: copyri&ht laW$. See. e.... Dave Grossman,.
~

0 Desips. Inc. v. Bonin. 347 F. Supp. 1150·• (N.D. III. 1972). \0
I

1M...
~!

f
if•
I..

PaInts and COP)'rillhlS

SIOl(' Common lAw: State couns (and federal
couns on divenity or pendent daim) have
inhen:nt power to reaulate trademarks used in
intraslile commm:e. Power to reaulale
trademarks derives (rom judicial ~sense o(
basic fairness.W Jewel Cos. v. Westhall Co..
413 F. Supp. 994. 198 U.S.P.Q. 432 (N.D.
Ohio 1976). o.trd fIC'" OI,iol1l. S7S F.2d 1176
(6th ('ir. 1978). and view of trademarks IS
protectabk wpropeny.w Trade-Mlrk Cales.
sup,a. Slate common-law trademark
protection not preempted by Lanham ACl
unless such protection neptes basic ri&h1S
and purposes of the federal ac\.

i
~.
!,.
:c. -... ~c
~ i...
~
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PalnlJ all4l C.",.IIIJ

ftUrlllS: Products. substances. processes,
micro-orpnisms. Diamond v. Chakrabany.
447 U.S. 303. 100 S. CI. 2204. 6S L. Ed. 2d
lIS. 206 U.s.P.Q. 1930980). See § 9.02(4)
supra.

Cop,lrri,hts: Lilerary works. compilalions.
derivalive works. 17 U.S.C'. §§ 102. 103 and
set their definilions. id. § 101. Ideas are nOI
proltttcd. only form of ellpreuion. Id.
§ 102(b). See aenerally § 9.03(4) slIpra.

PatfIIIJ a. CepyriahlJ

Coverage
Tnde Secrets

Formulae. procases. inlricate prodUClS.
computer software. plans. dcsilllS and
specifICations. RI.D information. busilltSS
information. See § 1.09 SlIPra. Trade secret
law prolttls undtrlyina ideas. M. Bryce I.
Assoc. v. Gladstone. 107 Wis. 2d 241. 319
N.W.2d 907, 21S U.S.P.Q. 81. CCH
Copyrialn L Dec. 1 2S.418. p. 17.409 (CI.
App.), «n. dt'lfiwi. 4S9 U.S. 944 /1982):
Computer Assocs. v. Altai. 982 F.2d 693 (2d
Cir.1992).

Tracie SecreIJ

TrIII1taIarks

Term ~tradcmark· broadly defined to
encompas symbols which identify source of
oriBin of IOOds or services:

Tradrlllark -any word. IIIme. symbol. or
cIevice or any combinalion lhereof adopled
and used by manufaaurer or mtrc:hant to
identify his IOOds and dislinauish \hem from
thole manuliaurtd or sold by others
(c:onsidcrtd 10 include nonfunetiOlllI produet
shapes, lradt drns. and packaae
COIIIi.urations).

St'n'il'(' IIIark - mark used in lhe sale or
advtnisina of servK:n 10 identify servK:n of
ODe penon and diSlinauish lhem from the
services of others.

('rflilit'alion IIIark -mark used upon or in
conm:aion with products or services of one
or mon: persons Olher lhan mark owner to
«nify rtaiOlllI or olher oriain. material.
mode of manufaaure. quality. accuracy. or
olher characterislics of loods or services.

Cu/lt'CIi\'t' mark -used by members of a
eooperalive. or associalion or other colltttive
aroup or orpnil.ation 10 indicate
membership.

..
I

~

Trudc' nalllr -indJ\'idual names. surnames.
firm IIImes. and trade names used by
manufaaurers. industrialists. apicuhuralists.
and others to idenlify busilltsStS or
occupations.

See ItIItfIlly. IS U.S.c. § 1127.
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Paints and CoP,rialtts

! PIII''''S: Noyclty required, as is
nonobyiousncss.

Cop.vriPIS: Onl)' ori,inalit)' or aUlhorship is
required. 17 U.s.C. § 102(a). But only form
ofcK~on. not underl)'inaidca is
JII'Oteeted. Id. § 102(b). Sec § 9.03(4I1ll(i)
supra.

Paints aM C."rialtts
,..
p' POI'''ts: Required. Must enable practice and
! be best mode known to the inventor at the

time of application. Patent Act § 1"\ 2.

Cop,.,ights: Statutory copyript no lonFr
requlm ·publication with notice.- the 1909
Act standard. Thc 1976 Act arrords statutory
JII'Otccuon to published and unpUblished
works: Ihe test is (jutian in tan,iblc m~ium
of cKpmsian. Sec 17 U.S.c. §§ lO\(a). 401
(notice mjuired only for published works:
inadyenent omission can be cured. id. § 405
and notice is now optional due to U.S.
adherence to Berne Union. § 9.0316I1b)
sUpl'a}. Althouch rqistration of the work by
deposit is required as a prerequisite to
5CCurinc imponant remedies-statutorY
dam.s and anome)'s' fees. Id. § 4li-thcrc

;0 are statutorily rccocnizcd eKteptions to ·full­
~ rqistration. id. § 408(b}. which by rt'Iulation.
f for eumple. pennit tilinl only of -identifyinl
~ tnltm.l- for computer JII'OIt'Ims and data

bases. S« § 9.0316) supra.

~
:...
~

Leyel of InYention

T.....eSecrets
Invention. noyelty and prior an do not
preclude trade scmt status. Sec §§ 1.01(3)-(6)
supra. Basic \CSt: is maner claimed tradc
secret ItftCt'Illy known or readily
ascertainable in releyant trade or industry. in
releyant territory. A trade secret must possess
-at least that modicum of originality which
will separate it from evcry-day know\edaC.­
Forest Labs., Inc. v. Pillsbury Co.. 4S2 F.2d
621.623. 171 U.s.P.Q. 7)1 (7th Cir. 1971).

Necessity of Disclosure of Inyention

Trade Secrets

Thc trade secret owner's ripll is to disclose
subject to restrictions on the discloscc's use
or disclosure. Sec § 1.0 I supra.

Proper contractual and othcr precautions can
mult in wide: distribution without loss of
proprietary Stltus. Sec. c.i.. Data Gencral
Corp. v. Dilitll Computer Controls. Inc.. 357
A.ld lOS (Del. Ch. 1975). where distribution
of 6.000 copies of a Maintenance Manual did
not preclude trade secret relief apinst
unauthorized usc of the manual.

T......

No requircrncnt of novelty or
nonobyiousncss. Trade-Mark Cases. S"pI'O

("The ordinary U'ldcmark has no ncccssary
rcJation to invention or discovery. . . (itl is
FRetally the IfOWlh of a considcrablc period
of usc . . . land) often the result of aceident.
rather than dcsip .. .- Id. 1\ 94}.
Trademark must be suffic:icntly distinct from
prior marks in arra of usc as not 10 caU$l.'
likclihood of public confusion.

Y b

Nccasity for public USC-Of bona .fidr
intention to use-of trademark in sale of
Ioods or rcndcrinl of services. Tradcmlrk
must be associated with Joods or services to
qualify for JII'OtCClion. Rnlo',,,,,,nl 1'.( Tons
§§ 7 I8. 719 (l938) (trademarks); Application
of Universal Oil Prods.. 476 F.2d 653
(C.C.P.A. 1973) (serYice marks).

'0
I
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Patftts .nd Copyrlpts

/'o/('nlS: Relatively hiall: procurin& patent for
.n electronic: device in significant commercial
jurisdiclions eslimaled 10 COSI (in 1993)
S2S.000 to SSO.OOO.

Cop.,,,i,hlS: NeaJi&ible COSI and aUlomalic:
elllension to all counlries adhering 10 Bc:rne
and Umversal Copyrilht Conventions.

i

i
I..

PaInts a" Copyripls

PO/('n/S: Upon issuance of Iellers paltlli.
typically 2 to 5 ycars after applicalion: no
stalutory protection for prc-panl
-infrineemcnl.-

Ct",ITI,hlS: Upon -fiution- in tanpble
medium.

Cost to Obtain

Trade Secrels

Relatively low. but difficult to measurc
economically: consider cost of intn-enterpri~
sec:rec:y. employment qreements with post­
employment restrictions. security plant
maintenanc:e. etc.

Date Protection Commences

TrUe Secnls

From dale of first use in business lendina
competitive advantqe: aenenlly held to
relate to R&D development onward. See
§ 1.0211) SI/pra.

T...--u
Relatively low. but difficult to measurc
economically. Couns and U.s. Palenl and
Trademark Olftc:e rec:osnize validity of initial
-toktll" tndemark shipments mack to
establish basis for trademark rc&istntion
where 111m is inltlll 10 continue use of mark.
Sec: Fort Howard PaJl\.... Co. v. Kimberly­
Clark Corp.. 390 F.2d 1015 (C.C.P.A.). (('rI.

d""il.'d. 393 U.S. 831 (1968); DeMen &
DouaIIeny, Inc. v. Cllcsebrouah- Pond's Inc..
348 F.Supp. 1194 (N.D. 111. 1972).
Application fee for fedenl tndemark
rc&istntion SI7S.00 (IS U.S.C. § 1113(a)l).
Consider also COSt of trademark development.
tndemark cleannc:e. tndemark protection.
and related packa&in& and &nphic: design
work.

~

T.....rks Z
. C

EllttPt for rcaistntion PrilCUi'ed pursuant to .,
holKllidt' intention to usc:. § 9.04(3\111) sIIpra. a
from date of lim public: use of tndemark _
considered inherenlly diSlinctive (fanciful. Z
arbilnry, or suaestive). see Columbia Mill ;l
Co. v. Alcorn. ISO U.S. 460 (1893); to"
R/'Slo/('I/I('n/ l~r 1'ons § 717. ('(JIIlI/I('n/.r~to"
(1939). or frum date of ac:h~emenl of
secondary meanilll Ihrouch public use of
non·inherenlly diSlillClive Indemark. Caner- ~
Wallac:e. Inc. v. Procler & Gamble Co.. 434 to"
F.2d 794 (91h Cir. 1970): Rn/Q/,.tm'n/ of ."
Tons § 717. rom-.u /. slIpro. .,

o
~



Bu",. Ki"" 1M. r. HOOfS, Supra. Slate
common-law u.demarks tmcrally pnlICC'lCd
in the martel lras where UIcd, kDOWll by
lhe public, or which arc in lrademark owner's
ZOllC of IUItural cxpansion. Sec Hanoftl" SUIr
Millinl Co. v. Metcalf, 240 U.S. 403 (1916):
UIliU'd Drl/, CO. I'. RfCllIIIUS Co.. S/lPf'II. In
ablmcc of a federal reaiStration covcrina lhe
mark. Slale rqiSlralion may live re&istrant
ri&htl over an entire Slate. even lhou&h the
mark is used oal, in one pan of Slate. Sec
Younker v. Nilionwidc MUI. Ins. Co.. 191
N.E.2d 14S (Ohio 19(3).

,
J

J
I..
~

Palntl aad copy........

PIII('ttts: u.s. palenl is limilCd 10 U.s.
lenitory. Deepsoulh Packin& Co. v. Laitram
Cotp., 406 U.S. 518, 92 S. Ct. 1700 (1972).

Cop.mgllts: By convenlion, such IS lhe Berne
Union or Univrnal Copyript Convenlion.
publicilion in member Slale secu~ -nalional
Irnlment- in siBnllory SIaICS.

Territoriality

Trade SfaeU

Trade SCCI'CI dcveloped in U.S. is dt' fIXIO

enlitled 10 vinually worldwide pl'OlCCtion as
apinS! conll'lClual and confidential discklsecs
Ind olhcn standi. in I special relation to
developcr. Tcchnically, lhis broad lerrilorial
prolcclion can be allribuled 10 the Paris
Convenlion. but praclically il obtains d~ 10
vinually universal ~pect for contrlctual and
like obliplions.

T...--rks

Trademark rqistercd under Lanham Act (IS
U.S.C. §§ 1051-1127) penlly has superior ;d
riPtI IhrouPoul the UnilCd SUllCS. S« J5 >
U.s.C. §§ IOS7Ib). 1072. IllS: 'tt rt Bealrice i
foods Co.. 429 F.2d 467 IC.C.P.A. 1970):
John R. Thompson Co. v. Holloway, 366 tfJ
F.2d 108 15th Cir. 1966). Federal resislranl ~
cannol enjoin local junior lrademark user. lIl:I
howc:ver, unlil likelihood of federal ~
rqiSlrant's ellpansion inlo junior user's ~
market am shown. Dawn Donul Co. v.
Han's Food Sl~. Inc.. 267 F.2d 358 (2d
Cir. 1959): Scienlific Applicalions v. EncfJY
Conservation C'otp.. 436 F. Supp. 354 IN.D.
OL 1977). Feeleral rqiStranl's nationwide
superior nlhls fun her circumscribed by
limilCd am defenst stt out in § 331b) of
Lanham Act. Sec IS U.S.c. § IIIS(bllS):

..
I

i
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I P"'e'IIU: Upon tIIr1ier of patenl ellpiralion or

lim judic:ial deelaralion of invalidilY under
Blonder TOIIIue Labs.. Inc. v. Univ. of III..
402 U.s. 313.91 S. Cl. 1434.28 L Ed. 2d
788. 169 U.S.P.Q. 513 (1971). Thus.
maltimum: 17 ytIIR. And. even if l~ palent
bas nol expired or been dttlared illl"QJid. it
may nonetheless be unenforceable apinsl
third panies if il has been misused. As 10 lhe
hislory. and currenl insiahls inlo lhe
mcanin.. of lhe developmenl of mi5llSe
principks. see DlIwson Chem. Co. v. Room
& Hass Co.• 445 U.S. 948. 100 S. Ct. 1S95.
63 l. Ed. 2d 783 (1980) and see
§ 100011"lIal illl,,,.

('OP.I,"ghlS: Auunllng compliance with notice
and rqiSlration provisions. duration is very
long; typically. for individual authors. life
plus 50 yQn. 17 U.S.c. § 302(a). and for
·corporate crated- works. 75 to 100 years.
Id. § J02/c). 5« § 9.0315I1c) SUfJ'fl.

Date Protection Ceases

TrMe SecrIII

Trade~t owner mUSl mainUlin
inl'orma\ion in seem. and employ reasonable.
sal'cpards desiped \0 do so. Protec:Uon
cases upon unprotee1t:d discloslft. SIIt:b as
sale of readily ~vt:ne-encincered proclUt:l.
§ 1.05 511/»"", or subject of lrade seem
becomillJ aenerally known. sueh as by patenl
issuance disclosina tilt: trade secret § 1.06(1)
5UprtI. Cenain products may not ~vtlll lrade
S«reIS. 5« § 1.0513) sup'''. Duralion of
protection is indelerminate. but may be
perpetual. see e.... Shepard v. Comm·r. 173
U.s.P.Q. 34. 42·43 (Tax a. 1972). and by
COIItnlCl. royallY entitlements may extend
bt:yoncI life of~y. Aronson v, Quick
Point Pencil Co.. 440 U.S. 257. 99 S. Cl.
1096.59 l. Ed. 2d 296. 201 U.S.P.Q. I
(1979).

Trademark protection at common law
tht:oft\ically perpetual assumina proper
C'OIIunued public: UIr and nonabandonment
and compliance with periodic: fedml filina
requiremmas. See § 9.(415) supra. Several
conditions can mu" in loss of trademark
riahu: abandonment throuah nonuse of mark
/nonuse of mark coupled wilh intention of :l
trademark owner to relinquish trademark 5:
riah"). 5«. e.... Salliehner v. Eisner & =
Mendelson Co.• 179 U.S. 19 (1900). [!II

Intenlion to ~Iinquisb trademark rilhts can fI)

be express or implied from cireumstances. [!II

Under Lanham An. nonUlr of mark for two ~
consct:Utive ytIIR dt:t:mtd pnnltl,fOC'i(' ~

ablndonmenl. 15 U.S.C'. § 1\27. As to ~

ablndonment throu&h flilll~ to prl*ocute
trademark infrinaen, see Winaet Kickemick
Co. v. La Mod~ Garment Co., 42 F,2d 513
(N.D. III. '930) but compere United Stales
Jaycees v. San Francisco Jr. Cham. of ('om..
354 F. Supp. 61 'N,D. Cal. 1972). ~(r'd ""
C'uriam. 513 F.2d 1226/9th Cir. 19751
(failure 10 pfosttUte lrademark infringeR
other than defendanl irrt:l~vant to lrademark 10

infrinaement action). •

,
I..
~

!

T..--u
~ can omtr if Ibm: is a substanlial ella.
In 1UI1ure or I}'Ilt of IOods sold Ultder mark.
1ft. e.... PcpaiCo. I~~ ~"Orapelle Co.. 416
F.2d 21S. 163 U:s.P.Q. 193 /81h Cir. 1969)
(t:hanee from cola to pepper lype btveraae)
and from subsUlalial ellanae in lrademark
formal. 1ft. e.... IS U.s.c. § 1057(d): Unitee
Indus.. 'nt:. v. Cumbtliand Corp.. 176
U.S.P·O. 62 (T.T.A.B. 1972). Other situalions
whic:h can rt:sIIIl in an abindonllK'lll of
lrademark rilhu: licensina of mark without
adequate con\roI by traclcmark owner over
q~lilY of the IOods sold under mark:
~~lIK'IIl of mark without associated &ClOd
WIll ( ISSIlIIrnenc ill puss,; and trademark
bet'omilll Jt:IIt:ric: IUI~ for i15 prodUt:l or
~ice. See aeneraJly. , J. McC.nhy.
1'rtMJconItIrks lInd U"fD;r (''''''/11'I;1;011 It 17: I.
17:10 (2d ed. 19...); I J. Gilson. 1'rt11J1'",.,,,
Prtlftrlioll lInd ProetiC'e'. §§ 3.06. 3.07 (\974).



Rights Against Independent Discol'erer
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Patnts and Cop)'riallts

PUI"nlS: Slatutory eltciusivilY alfords complete
protection apinst subsequent inde1lenclent
discoverer as apinst any other infrinacr and
thus prohibits slavish duplication and
subslantial equivalent of invention.

ClIp.I'rlplS: CoPyinl is required elemenl of
inrrinacment. but if derendant's acxns to
p1aintitrs work can be shown. proor of
COpyinl may be eSlablished arcumslanlially.
5« acnerally A. utman. COP.I'right La.... 160·
168 (Sth ed. 1979).

None. Trade secret law encouJ'IICS
inclcpcnclcnt c1cvelopmcnt and lhcrcfore
anyone can c1cvelop same or equivalent
maner so lonl as he docs not do so in breach
or contractUlI or other dUly not to use.
§ S.04[ I) SlIpra.

Trad-u

Inclcpcndcnt discovery not an available
defenlC al common law elLcept in limited
sitUitions where mark 1CI0pted by junior user
in aood faith without knowledac of senior
user's mark (in markets where senior user's -l
mark not used or known by the public. and ,.,
not in senior UICf'S lone of nalural >
elLPlnsion). Where redtral rcaistrations il
involved. junior user who 1CI0pled lIUIrk rJ)

before date of senior UICf'S rqiSlration and ~

without knowledac or senior user's prior use n
entitled \0 usc mark in ilS trade territory as ~
constituted at dale or senior user's ~

rqistration where junior user's use
continuous.

,
I..

T~b

Good faith indcpencIcnt discovery of mark by
junior user (abaence of WfOClIful intent 10
infri.) may inRuencr award and amount of
defendant's prolill and damqes and~ of
injunctive relief p'lllted. 5«. e.... ('hamlJlOll
Spark PlUS Co. v. Sanders. 331 U.s. 12S. 67
S. Ct. 1136.91 LEd. 1386 (1947) .
(aa:ountinl of prolilS): KcntllC.kY Fried
Chicken v. Diversified PacUlin.. 549 F.2d
368. 193 U.S.P.O. 649 15th Cir. 1977) (scope
of injunctive relicO: Armstronl Cork Co. v.
Armstronl PIaSIic Coven Co.• 434 F. ~pp.
860 (E.D. Miss. 1977) (seope or injullc\lVC
relicf).



PatllIIS a" CopyrIahli

PtltC'nJs: Ounqes (which shall not be Jcss
than a rasonabIe royalty) and/or injunctive
relief. Attorneys' fees recoverable in
exc:eptional case. See § 9.0211Olld supra.
Preliminary injunctions nOl ol\en panled.
§ 9.02(10)(a) supra.

("ott.lII'ights: In addilion lO damaps. lhere are
statutory (i.e.. nOl proven) darnaaes up lO
5100.000. 17 U.s.C. § S04(c). and
discretionary attomeys' fees. id. § 50S. See
§ 9.03(11)(1).

Seizure. impoundina and destruction are
readily available. see id. § S03 and Fed. R.
Civ. P. 64. Gcnerally see § 9.03111) .n/flru.

Civil Remedies Available

Damqes Iwhich sometimes are framed IS

reasonable royally). punitive damqes and/or
injunc:tive relief Iwhich may be pmnanent
a1lhoUlh direction of law appars lO be
toward nanower injunclions). See Teln Corp.
v. IBM. 367 F. Supp. 258.313-328. 3S7·36I.
179 U.S.P.O. 777 (N.D. Ottla. 1973). tl./J'd tIS

10 IrtJdr s«rl'I tlSpc'l'lS. S10 F.2d 894. 184
U.s.P.Q. S21 ClOth Cir.). n'I't. dismisW. 423
U.S. 802 Cl97S) 1122.000.000 in traclc I«I'Cl
damqes plus nlmsive injune:tive relief); Tri·
Tron Inl'l v. Vello. 52S F.2d 432. 436-437
19th Cir. 1975) Iplaintifrs lost profits and
defcodant's pins bolh pertinent to assess
damqes): Dati Gc:neral Corp. v. Diptll
Computer ('ontrols. Inc.. 3S7 A.2d lOS

T..--u
Under Lanham Ae:t (IS U.s.C. §§ 1051·
1127). tl'ldmlark owner entitled to re:e:over
-subject to tM principia of equity· (I)
defcnclanl', proI'ilS, (2) any damqn
sustained by plaintilT. and (3) c:osu of lhe
lClion. Judic:ial ditrn:tion 10 award treble
lClual c1amqn and to coter jucl&mc:nt
appropriate lO c:irc:ul'ltSllllCa of case: upon
lindina re:e:overy bued lIPOII proliLS
inaclequate or ncaaive. IS U.S.C. § 1117.
Punitive dalftlFS. '-ver. cannot be
awarded under Lanham Act. C_n
World. Inc. v. Vcous 1.ounIe. Inc•• S20
F.2d 269 (3d (,ir. 1975). but c:oun in
-~ional cascs· may award -reasonable
attorney feI.'S. to llle prevailinl pony. 15
U.s.C. § II 17.

Patetlll a" Copyrillllts

~ Preliminary injune:tion roulinely panted. (~1. Ch. 1975) (permanent injunction apinst
manuflClure of millicomputcr where
defendant mislppropriated dati from manual.
distributed witll plaintifrs minicomputer).
Attorneys' rces can be awarded to prevailinl
~ny if provided for by statute. See UTSA
§ 4. at § 1.01(2I1b) Illpra. Caveal: Absent a
,tltutory basi, for attorneys' fees. federal
policy does not favor award lO eillter plaintilT
or defcodant in trade sec:ret c:asc:. Forest
Labs.. Inc. v. Pillsbury Co.. 4S2 F.2d 621.
171 U.S.P.Q. 731. 735-736 (7th Cir. 1971)
(plaintim: Monolith Portland Midwest Co. v.
Kaiser Aluminum ol Cllem. Co•• 407 F.2d
288. 298 (9th Cir. 1969) (defendant).

Trademark owner enlilled under Lanham ACI
to injunctive relief to prevCOl violation of its
ripLS and c:oun authori7.cd lO inc~ude
provisions in injunction la) direCllna
defc:ndant to lile with c:oun repon statina iLS
manner of compliance wilh injunction terms.
and (b) requirina c1divc:ry of infrinaina
anic:ln to c:oun for destNClion. IS U.s.c.
§§ 1116. 11I8. The Lanham Atl funMr
provides for cana:llalion of federal lrademark
rePstralions under appropriale c:irc:umstanc:c:s.
see IS U.S.C. §§ 1064. I06S. 11I9. and for
award of daJlllFS to ~ny injured by
consequence of a falsel)' or fraudulently
procured federal trademark rePstration. IS
U.S.C. § 1120.
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Patellll ... C."rlpIs T.... SIcnII

Seizure and impoundmenl are IOYemed by
Slale remedies. even ill federal divmily
aetioM. See Fed. R. Civ. P.64.

Preliminary injunction commonly panted.
See § 14.01 sUpI'Q.

T~

Preliminary injunctionl are often panted.

Slalt lrackmark SlaIUICS vary in avil !dief
available upon infrinlrment. Under Model
Slale Trackmark Bill. lhe owner of a "Ie­
reaiaemf mark mayotMain injunctive relief
.iMl infri...-I and. unck:r appropriate
amlmSlancn. delivery of infrinaina anides
to ather toUrt or hi_If for destruction.
Recovery of p1ainlil1'l damqn and
c1e~1l"1 profits hm infriftFlMlll also
available. Model Bill funher provides for
award of dalllllrS to PIny injured by a
fahdy or fnuclulently JI'OCUred Slate
U'8demark reaiSiralion and for cancellalion or
Slate trackmark reaistralion under appropriate
amnnstanecs. See Model State Trademark
Bill §§ I. 10. II. 13. contained in United
Slalft Tnldemark Auorialion. Slalt
Trademark StaIUtes. SUpnl.

,
I Paints ... Copyrillilts.....
'Ii

!

Tndntarb

See. e.&-. N.V. Gen. Bus.. §§ 361-J6k
(McKinney 1961) (adoP'inl Model Bill in
subllance). Model Billpvn mncdics for
dilution of distinctive qualily of Slate
rqistered or common law mark
(llOIwithllandinl absence of likelihood of
COl\fusion or PIny compelilion). Mockl SIale
Trademark Bill § 12. Dilution provision
acIoptc:d in many Slates. Sl:I:. c.... N.Y. Gen.
IM.. § 361-d (McKinney 1968). bul most
courts decline application of dilulion ltalutc
in absmce of likelihood of COlIfusion. See.
e.&-. Albeno-Culver Co. v. Andrea Dumon.
Inc.• 466 F.ld 70S (7th Cit. 1972) (DO
l'KOI"ition pven Illinois dilution IIatute in
absen« of lindilll of likelihood or confusion).
BUI compare Polaroid Corp. v. Polaroid. Inc.•
319 f.ld 130 (71h Cir. 1963) (m:opizina
lhal Illinois dilution statute may apply in
absence of findinl of likelihood or confusion,.
See Allied Maintenance v. Allied Mec:hanical.
42 N.Y. ld S38. 399 N.V.s.2d 628 (N.Y.
1977). rec:oanmna validity of New York
anlidilulion ltalute.
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htettts .... Copyr!l....

Trade Secrets T~

The applicalion of .~IIit'd ltIa;ntl'nat/('(' hll
tmeralcd confusion inlhe N", York federal
C'OUI1s. Compare Dallas Cowboys
C~ Inc. v. Pussy Cal Cinema Lid.•
604 F.2d 200. 203 U.s.P.Q. 161 (2d Cir.
1979) (adoptina ...lIifti Maint('llQfI(('
conclusion lhal~ York dilulion 51alUle
can appI)' in absence of findina of likelihood
of confusion) wilh Mlllhroom Makm. Inc. v.
R.O. Darry Corp.. sao F.ld 44 (2d Cir. 1978)
(characlerizing .·Jllil'd Mainr"IIufI(C'
inlcrprclliion of New York dilulion SlIlUle II

dia"m).
Under Slate common law. injunctive relief is
available for lrademark infrinBmICIII. as are
dcfmdanl's profits and/or Ihe lrademark
owners actual damqel.~ ICm-rally. 2 J.
Mc:Canh)·. Tratk/llarks and ell(a;r
CUIII",,"'c'ID §§ 30:1-30:31 (211 .'d. 1984); I J.
Gilson. Trutk",ark ProItn;un alld fruc·cia.
supra. §§ 8.07-8.08.

Punitive damaecs and COltS available in
many SllIe jurildictions. sec. e.... Bia 0 Tire:
DeaJers. Inc:. v. Goodyaar Tire .It Rubber
Co.. 408 F. Supp. 1219. 189 U.S.P.Q. 17 CD.
Colo. 1976). modi/it'd. S61 F.2d IJ6S (10th
Cir. 1977). rm. d;s",iSSCYi. 434 U.s. IOS2
(1978) (516.8 million punilive damaae award
under Colorado law mtuc:c:d 10 approllimalely
54.0 million). bul al\Ol'llt'ys' fees acnc:rally nOI
available.~ Tellirocl. Inc. v. $pi-Dell WalCh
.It JcweIJy Co.. 406 F.2d S44 (2d Cir. 1968)
(applyina New York law: anomeys' fees
unavailable in uaclemark infrillFmenl
ae:tiont. Winthrop Chem. Co. v. Blac:kman.
IS9 Misc. 4SI. 288 N.Y. Supp. 389 (N.Y.
Sup. Ct. 1936) (altorneys' fees unavailable in
lrademark infrinacmc:nl action).



,
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Ptlll'''tJ: NOl available: civillClion is remedy
for infrinaemenl. Palent Act § 281.

Cop.mgltlJ: Available. 17 U.s.C. § S06. and
frequenlly applied. panicularly for record and
llpe and film -piracy.-

Criminal Sanctions
T....e Secrets

Approximalely 35 SIlIeS have lrade sterrt
theft Slllutes.

I" camrra and seaJed record protection
available in criminal proc:eedilll despile
conslilulional public trial requirement.
SlImicarbon. N.V. v. American Cyanamid
Co.• S06 F.2d 532 (2d Cir. 1974).

T-.....u

Unavailable under Lanham Acl. Provisions
of SlaluleS such • Federal Alc0hoi
Administration Act (27 U.s.C. §§ 201-212)
and Federal Food. Drua and Cosmelic Act
(21 U.s.c. §§ 301·392) directed apinst
trademark misbrandiftJ bul nOI considered
lrademark Slalules. Many Sllles have enlCled
criminal laws CClIICmled with the
coun~ilinlof marks and labels and lhe
sale of spurious ioods. See tmenlly.
Harrison. -Penal Actions for Tl'lIdernark
Infrinaement A Survey of SlItUleS and
Casn.- 57 T.M.R. 285 (1967) lllble of Slale
criminal laws relatiftJ to lrademarkS). See.
e.... N.Y. Gen. Bus•• §§ 279-j 10 279-<1
(McKinney 1961) (New York criminal
provisions rrlalinl 10 lrademarks).

(Tl'xt conti"unJ 0" page 9-J9J)





Packet #/Document #/
Date

Scope of Grant/Negation
of Patent

Confidentiality
Agreements Other

SWBT Agreements

(1) Packet #1
Document #1
July 18, 1990

P. 13, Clause 18
Buyer can use software
only on provided
Hardware. Allowed to copy
internally, cannot
distribute to others

P. 17 Clause 23
No licenses under any
Patent are granted to
buyer

P. 14, Clause 18
Cannot disassemble to
gain source code. SWBT
shall take all steps to
keep software
confidential from third
parties

P. 17, Clause 22
All assignments,
subcontracting and
transfers are forbidden
without written consent

(2) I Packet #1
Document #2
April 24, 1985

(3) I Packet #1
Document #3
June 3, 1992

P.4 Clause 13
No licenses under any
Patent are granted to
buyer

P. 7, Para. 4
All materials are
restricted to being
solely for internal
business use and cannot
be sold, transferred, or
leased without consent

P. 38, Para. 4
All software cannot be
reproduced and is to be
confidential and treated
as proprietary
information. All
information can only be
released to employees on
a need-to-know basis

P. 9, Clause 29
Assignment of any rights
or obligation are only
allowed to Affiliates
and Subsidiary without
written consent



Packet #/Document #/
Date

(4) I Packet #2
Document #1
November 22, 1996

(5) I Packet #2
Document #2
December 2, 1986

(6) I Packet #2
Document #3
November 22, 1996

Scope of Grant/Negation
of Patent

P. 14, Para. 6, 7
Documentation can only be
used internally or by
authorized installer

P. 40, Para. 1
Software must be used
with provided Hardware

P. 6, Para. 6
No licenses under any
Patent are granted to
buyer

P. 2, Para. 8
No licenses under any
Patent are granted to
buyer

P. 2, Para. 6
No licenses under any
Patent are granted to
buyer

Confidentiality
Agreements

P. 40, Para. 3
Must use reasonable care
to protect all software
as internal proprietary
information

P. 1, Para. 2
Agreement for 2 years to
restrict information to
only those directly
involved in the project

P. 1, Para. 3
Agreement to protect all
information gained as
internal proprietary
information

P. 1, Para. 2
Agreement for 2 years to
restrict information to
only those directly
involved in the project

Other

(7) Packet #2
Document #4
September 31, 1994

P. 4 - 5 , Para. 1
Software can only be used
in DMS-I00 offices

P. 12, Section IX, (b)
Terms and conditions of
the contract are to be
held in confidence

Amendment 1 I P. 3, Sec. 3
Same Clause

-------------------------------------------------------------------------------------------------------------------------------------

- 2 -



Packet #/Document #/
Date

Amendment 2

(8) I Packet #2
Document #5
January 7, 1997

(9) I Packet #3
Document #1
September 7, 1993

Scope of Grant/Negation
of Patent

P.3, Sec. 3
Same Clause

P. 36, Clause S4
Software an be used
anywhere; five copies per
office

P. 18, Clause 29
No license under any
Patent are granted unless
in writing

- 3 -

Confidentiality

-~~:~-~~~-~~-------------------

P. 2, Para. 5
Agreement for three years
to restrict information
to only employees who
need to know

P. 3, Para. 7(e)
If pursuant to government
order, confidentiality
agreement can be breached

P. 9, Para. 4
Buyer can release
technical information
only with sellers consent

P. 10, Para. 4
Buyer can release
documentation for
engineering and
installation

P. 37, Para. 4
Buyer shall not disclose
software beyond employees
on a need-to-know basis

Other

P. 5, Clause 6
All assignments,
subcontracting and
transfers are forbidden
without written consent



Packet #/Document #/
Date

(10) I Packet #4
Document #1
September 19, 1994

(11) I Packet #4
Document #2
July 2, 1996

Scope of Grant/Negation
of Patent

P. 19, Para. 2
Software can only be used
on Hardware with which it
was delivered

P. 10, Para. 3
No licenses under any
Patent are granted to
buyer

P. 19, Clause 39
Software can only be used
on designated processor

P. 32, Clause 70
No licenses under any
Patent are granted to
buyer

- 4 -

Confidentiality
Agreements

P. 45, Clause 15
Nondisclosure of all
confidential or
proprietary information
for 3 years beyond
termination of the
contract

P. 11, Para. 3
Documentation can be
copied solely for
internal use

P. 19, Clause 39
Buyer shall hold all
software in confidence
and agrees to treat it as
its own confidential
information

P. 35, Clause 85
Confidentiality clause
forbiding dissemination
of information obtained
through the contract

Other

P. 3, Para. 2
All assignments,
subcontracting and
transfers are forbidden
without written consent

P. 28, Clause 56
All assignments,
subcontracting and
transfers are forbidden
without written consent



Packet #/Document #/
Date

Scope of Grant/Negation
of Patent

Confidentiality
Agreements Other

(12) Packet #5
Document #1
Addendum 1
July 26, 1995

Addendum 2
July 31, 1996

Addendum 3
December 23, 1996

Corporate Master
December 31, 1996

P. I, Para. 4
Can only be used by
contracting parties, no
access to third parties
---------------------------------
P. I, Para. 4
Same as above

P. 3, Para. 5
Same as above

P. 4, Para. 5
Use is site specific

P. 5, Para. 5
Product can only be used
internally, no use by
third parties is allowed

P. 5, Para. 9
License is for single
User system only

P. I, Para. 4
Full non-disclosure to
third parties of all
information

P. I, Para. 4
Same as above

P. 3, Para. 5
Same as above

P. 4, Para. 8
Same as above

P. 4, Para. 8
Same as above

P. 9, Para. 18
All copies except for
archival purposes are
forbidden

P. 10, Para. 20
All assignments without
consent are forbidden

(13) I Packet #6
Document #1
Amendment 5
October 6, 1994

P. l.

Reverse engineering and
decompilation are
forbidden

In attached customer
handbook, P. 30
No assignments without
consent of other party

P. 2.
Full confidentiality for
all intellectual property
items released.
Same thing restated in
attached customer
handbook #29-36____ -L -L -L -L _

- 5 -



Packet #/Document #/
Date

Original agreement
November 3D, 1984

Non-Disclosure Agreement

(14) I Packet #6
Document #2
Amendment 4
December 5, 1996

Amendment 3
April 26, 1994

Amendment 2
April 20, 1994

Scope of Grant/Negation
of Patent

P. I, Sec. 1
License is only for use
on either specific site
or computer

P. 10, Sec. 26
No licenses under any
Patent are granted to
buyer

P. I, Para. 3.3
Products installed on
mainframe can be used
only at Southwest Bell
centers

P. 2, Para. 3. 6
Access is limited to
employees and contractors

P. I, Para. 1
Can allow contractors or
consultants to use
computers

P. 2, Para. 4
Limited to specified
computer

- 6 -

Confidentiality

-~~=~-~~!~-~!_------------------

P. 3, Para. 4
No reverse engineering or
disassembly is allowed

P. 4, Para. 9
No reverse engineering or
disassembly is allowed

-~~~~-~-------------------------

Agreement is for search
for computer bugs, all
information must be kept
confidential



Packet #/Document #/
Date

Master Agreement
January 24, 1986

Master License
November 21, 1986

Scope of Grant/Negation
of Patent

P. 5, Sec. 7
Full nondisclosure of all
obtained proprietary
information

P. 2, Para. 3 (A) (D)
Site specific
Use only by employees

Confidentiality

-~~=~-~~~-~~-------------------

P. 2, Para. 7
Customer agrees to no
reverse engineering or
release of information

Other--------------------------------
P. 15, Sec. 30
No assignments without
covenant

P. 10
Allowed to license
others to use

P. 1, Para. 3. (D)
All assignments,
subcontracting and
transfers are forbidden
without written consent

(15)

(16)

Packet #6
Document #3
Sample agreement

Packet #7

Document #1
Amendment 5
May 31, 1996

Amendment No. 5

Section C, Pg. 1

No limits on use

Attachment A, p. 3

No licenses under any
Patent are granted to
buyer

P. 1, Para. 4
Limited users - 65,000
U.S. and 1,200 abroad,
otherwise extra fees

P. 2, Para. 3
Can allow use by agents
but only for customers'
internal use

P. 2, Para. 6
No licenses under any
Patent are granted to
buyer

in

Attachment A, P. 1

All assignments,
subcontracting and
transfers are forbidden
without written consent

------------------------------------------------------------------

- 7 -


